NTL- WY- 95- 01, Change 1

NTL- WY- 95-01 was a notice-to-lessee (NTL) issued effective August 1, 1995, to
i nform | essee/ operators of the Bureau of Land Managenent (BLM policy and
procedures with regard to BLM Wom ng responsibility for establishing oil and
gas well spacing/well location on Indian [ands. The NTL is being updated to
reflect:

1) An address change for the BLM Lander Resource Area Ofice; and

2) A nane change for the Reservoir Managenent Team (RMI) to the Reservoir
Managenent Group (RMQ

BLM Wom ng would also like to clarify information needs regarding the
exception well spacing/well location reguest. The applicant is currently
directed to supply information regarding the reason for the exception well
spaci ng/well location request and the well formation in the notification to
RMG. The RMG needs this information in order to properly evaluate the
exception well spacing/well location request. Most operators were already
supplying this information to the Lander Resource Area (LRA), but not in the
notification to RMG LRA is not responsible for evaluating the exception well
spaci ng/wel |l |ocation request.

Al'l changes contained in NTL-W-95-01, Change 1, are highlighted in bold for
easy reference. BLM Womi ng considers these NTL changes minor and will not

i ncrease operator reporting requirenents. Due to the cost of mailing this
notice to all operators statewide (the majority who do not conduct operations
on Indian lands in BLM Wom ng), NTIL-W-95-01, Change 1, will be supplied to
various parties involved in oil and gas activity on Indian |lands in Wom ng.
NTL- WY- 95-01, Change 1, will also be available fromthe BLM Lander Resource
Area office and fromthe RMS upon request.
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Notice to Lessee (NTL) and Operators
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Under the Jurisdiction of the Womng State Ofice

NTL- WY- 95- 01, Change 1
Gl and Gas Well Spacing/Well Location on |Indian Lands

I ntroduction

This notice is to inform| essee/ operators of the Bureau of Land Managenent
(BLM policy and procedures being inplenented with regard to BLM s
responsibility for establishing spacing on Indian |ands. The effective date
of this notice will be August 1, 1995. The BLM has jurisdiction for well
spaci ng/wel |l |ocation over Federal and Indian |ands. This spacing program for
Indian lands is being inmplenented to ensure that the BLM Woming is neeting
its trust responsibility relating to spacing of Indian oil and gas trust
resources. It is not the intent of the BLM Woning to del ay, hinder, or

i npede oil and gas devel opnent on Indian |lands, but to facilitate such

devel opnent by providing consistency in establishing spacing units and well

| ocation requirements in areas of Indian mneral ownership

Backgr ound

The BLM has the authority (found at 43 CFR 3162.3-1(a)) for establishing
spaci ng on both Federal and Indian |ands. Under this regulation, the Bureau
has historically accepted state spacing for Federal |ands, often w thout

i ndependent review or docunentation by the Bureau. A court ruling in Mntana
in 1987 made it clear that the Bureau can not automatically accept spacing
establ i shed by State Boards or Conmi ssions for Indian | ands. The Bureau
policy is for each BLM State Ofice with Indian oil and gas |ands under its
jurisdiction have a program for spacing |Indian trust |ands which involves

i ndependent review and approval of all state spacing rules/orders affecting
Indian lands. This notice will address BLM Wom ng procedures for oil and gas
wel | spacing/well location of Indian | ands on the Wnd River Indian
Reservation (WRIR) and on Indian |ands in Nebraska.

Pr ocedur e

The Reservoir Managenment G oup (RM3 located in the BLM Casper District
Ofice, 1701 East B. Street, Casper, Wom ng, 82601, will be the BLM Wom ng
Ofice of Record for all well spacing/well |ocation decisions on Indian |ands
in Wom ng and Nebraska. RMG will have the sole authority for establishing
wel | spacing/well locations on Indian |lands and will issue all spacing order
deci sions. The Woming State Ofice will review any appeal of a spacing order
deci sion issued by the RMG and will nake a final decision. Any appeal to a
RMG spaci ng order decision should be filed in accordance with nornal State
Director Review procedures found under 43 CFR 3165. 3.

For drilling on Indian |ands on the WRIR, Operators shall file an Application
for Permt to Drill (APD) to the BLM Lander Resource Area (LRA) Ofice, P.O
Box 589, 1335 Main, Lander, Womni ng 82520. The APD will serve notice to BLM



of a request for a spacing order for drilling on Indian lands. |If the wel
location is in conformance with standard spacing for Indian | ands, the LRA
Ofice will continue to process the APD. The APD approval will serve as BLMs
of ficial record of decision for standard well spacing. |If an exception well
spaci ng/well location is necessary, the Operator will be notified by the LRA
Ofice to subnmit notification (application) of the exception to the RMI with a
copy to all affected parties. RMGw Il review the available information and

i ssue a spacing order decision with a copy to all affected parties. Affected
parties, for the purposes of spacing decisions on Indian | ands under the
jurisdiction of BLM Wom ng, are defined as the Lessees, Operators, Wrking
Interest and Royalty Interest Omers, within 1/2 mle of the proposed well
location (or within the pool or field requested to be spaced), as well as the
affected Tribes, and the BI A Agency O fice.

The RMG shall ensure that any affected Tribes and the Bl A Agency O fice
receive tinely notice and copies of applications for field spacing or
exception well location requests on Indian lands. Al affected parties wll
be notified of any neetings, continuances, w thdrawals, and decisions related
to field spacing and exception well |ocation requests on Indian |ands. The
adm nistrative record will be the basis for approval or disapproval of a field
spaci ng or exception |ocation request involving Indian |ands. Upon request,
any affected party, will be granted an opportunity for a pre-decision neeting
to review the adm nistrative record, submt additional information, and
express their views.

Upon reviewi ng past oil and gas devel opnent on the WRI R, past spacing
recomendati ons by BLM Woni ng geol ogi sts and engi neers, requests for new

drilling projects by Qperators, and input fromactive Operators, the follow ng
standard spacing guidelines will be utilized by RMG for determ ning spacing on
the WRI R

1) Spacing for newoil wells (wells permtted after the effective

date of this NTL) will be 40 acres.

2) Spacing for new gas wells (wells permtted after the effective
date of this NTL) will be 40 acres.

3) Devel oped oil fields (with or without enhanced recovery
operations) will be exenpted fromthe standard spacing gui delines

subject to review by RMG  The fol |l owi ng devel oped oil fields
included in the exenption are: Circle Ridge, Lander, Maverick
Springs, North Sage Creek, Northwest Shel don Dome, Pilot Butte,
Rol ff Lake, Shel don Dome, Steanboat Butte, and W nkl eman Done.

4) Existing oil or gas wells will be exenpted fromthe standard wel
spaci ng gui delines subject to review by RMa Any oil or gas well
drilled after the effective date of this NIL will be subject to

t he requirenents of the NTL

In the absence of special orders establishing drilling units or authorizing
different well density or location patterns for particular pools or parts

t hereof, each oil and gas well shall be located in the center of a 40 acre
governmental quarter quarter Section or lot or tract or conbination of |ots or
tracts substantially equivalent thereto as shown by the npbst recent
governmental survey, with a tolerance of 200 feet in any direction fromthe
center location (a "wi ndow' 400 feet square) provided, that no oil or gas

well shall be drilled |l ess than 920 feet fromany other well drilling to or
capabl e of producing oil or gas fromthe sane pool, and no oil or gas well
shall be conpleted in a known pool unless it is |located nore than 920 feet
fromany other well conpleted in and capabl e of producing oil or gas fromthe
sanme pool. For horizontal well drilling (meaning a wellbore drilled laterally
at an angle of at |east 50 degrees to the vertical and with a horizonta

proj ection exceedi ng 100 feet neasured fromthe initial point of penetration
into the productive formation through the term nus of the lateral in the sane
comon source of hydrocarbon supply), the follow ng conditions apply: 1) the



surface | ocation nay be anywhere on the | eased prem ses, 2) in the absence
of a special spacing order, no portion of the horizontal interval within the

potentially productive fornation shall be closer than 660 feet to a drilling
or spacing unit boundary, Federal unit boundary, uncommitted tract within a
unit, or boundary line of a | ease not commtted to the drilling of such

hori zontal well, and 3) any horizontal interval to be conpleted closer than

660 feet to such boundaries, tracts or lines, nust be oriented such that an
azimuth of at least 18 degrees is created between the well path and such
boundaries, tracts or lines, allowing up to three (3) degrees of azimth

tol erance for unintended drift. Exceptions to any of the above conditions on
oil and gas well locations or horizontal drilling will be subject to review
and approval by the RMG

Applications for exceptions to the standard oil and gas well spacing/ well

| ocation on Indian | ands will be handl ed and subject to approval by the RMG
perators should subnmit an application to the RMG for an exception to standard
wel | spacing/well location stating fully the reasons why such an exception is
necessary or desirable. The notification should be acconpanied by a pl at
showi ng 1) the location (and formation) at which the applicant requests
perm ssion to drill, 2) the location at which an oil or gas well could be
drilled in conpliance with standard well spacing/well |ocations requirenents,
and 3) the location of all other existing wells within a 1/2 nmle radius of
t he proposed well location (or within the pool or field to be spaced) . In
addition, the Operator will provide notice by certified mail of the exception
request to those affected parties of lands within 1/2 mle of the proposed
well location (or affected parties within the pool or field to be spaced)

ELM Woming will have the discretion to determine the pattern |ocation of
wel | s adjacent to an area previously spaced where there is sufficient evidence
to indicate that the pool or reservoir spaced or about to be spaced may extend
beyond the boundary of the spacing order or application and the uniformty of
spaci ng patterns is necessary to insure orderly devel opment of the reservoir
or pool .

For Indian |ands | ocated in Nebraska, oil and gas well spacing/well |ocation
will be determ ned by the RMG on a case by case basis using the procedures
descri bed above. APD s for drilling on Indian | ands in Nebraska shoul d be

filed with the ELM Newcastl e Resource Area O fice, 1101 Washi ngt on Boul evard,
Newcast| e, Wom ng 82V0L1. For well locations, the RMGwi Il work in
cooperation with the Tribal entities and the Nebraska G| and Cas Conmi ssion

in determ ning proper well |ocations and set-back requirenents.
APPROVED:
/sl Aran R Pierson Date Signed: 5/30/97

Al Pierson, State Director
Woning State Ofice
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